



1. PURPOSE OF THE REPORT 


The purpose of this report is to table the draft multiyear budget for consideration of 
Kannaland Municipality in terms of Section 24 of the MFMA. 

2. INTRODUCTION 

2 . 1 Mayoral Report Annual Budget 2012/13 


In terms of section 16 (2) of the Municipal Financial Management Act (Act 56 of 
2003), it is my privilege to submit the 2012/2013 Medium term Revenue and 
Expenditure Framework (MTREF) to Council. Section 24 of the MFMA, further states 
that the municipal Council must at least 30 days before the start of the budget year 
consider approval of the annual budget. 

As this budget constitutes the proposed to improve the municipalities financial 
viability, it impacts on the community as a whole and it is thus extremely important to 
consult the community with a view to accept joint ownership and joint responsibility 
for the welfare of the municipality’s financial affairs. 

0ns het n intensiewe gemeenskap deelname proses gevolg om by hierdie begroting 
uit te kom. 0ns Gemeenskap deelname proses het alreeds Oktober 2011 begin en 
het geeindig op 21 Mei 2012 met ons wykskomittees wat die laaste geieentheid 
gehad het om voorstelle te maak. 

On 4 May 2012 the municipality also had its LGMTEC 3 visit from Provincial 
Treasury and the Provincial Department of Local Government and Environmental 
affairs. Provincial Treasury gave their comments and input on the draft budget that 
served before Council on 30 March 2012. These comments were also taken into 
consideration when preparing the final budget. 

Kannaland Municipal Council’s objectives is to create a better place for the entire 
community as a whole and that is why we are focussing on basic infrastructure and 
the improvement of service delivery to acceptable level of services. 

The Council is in a process of developing an Economic development strategy and 
reviewing our Spatial Development Plan which will assist us in addressing our 
impoverished rural communities and improve our economic intervention over a 


Furthermore the council is mindful of the balance it needs to keep between the 
financial resources and the effect of the tariff increases on the community in 
particular the poor. The high increase announce by ESKOM is also not supporting 
our cause. Eskom increases will impact negatively on the input costs of the 
r^unicipahty and have a ripple effect on expenditure which makes the achievement of 
the service delivery objectives so much more difficult and a greater challenge. 
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Vigorous efforts will also be embarked on to improve the municipality’s debtor’s 
situation by implementing the credit control policy consistently. The liquidity ratio of 
the municipality has drop significantly but we will work hard in getting it closer 1;1 
within the next 5 years. 

Taking all of the above into consideration, I submit to you the following estimated 
expenditure summarised as follows; 


TYPE 

2012/2013 

2013/2014 

2014/2015 


(000) 

(000) 

(000) 

OPERATING 

EXPENDITURE 

83,967 

84,614 

89,522 

CAPITAL 

EXPENDITURE 

^21,665 

24,108 

24,057 

TOTAL 

105,632 

108,722 

113,579 


In achieving the above, provision was made for the following; 

® Salary increases of 6% in the absence of a collective wage agreement. 

» Annual increase in Councillor Remuneration of 5%. 

« An increase of 16 % in Eskom’s bulk purchase price for electricity. 

• Compulsory statutory provision for depreciation of assets and bad debt, and 

sufficient GRAP provision for post-employment medical contributions and long 
service awards. 

Tariff increases are inevitable to balance the budget as set out above and the 
proposed tariff adjustments are as follows; 


Property rates 00/^ 

Refuse removal 8% 

Sewage 8% 

Water 8% 

Electricity (average) -1 1 o/^ 


The average tariff increases amounts to 8 % and these tariffs increase is necessary 
m order for the municipality to be in a position to expand and improve service 
de ivery. The municipality is not in a position to keep tariff increases within the 
in ation target mainly because of above inflation increases in its input costs. The 
cost of electricity, labour and fuel all increase more than the inflation target. The 
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growth in the revenue base of the municipality is limited due to challenges 
experience with economic growth within the Kannaland Municipal area. 

Kannaland municipality remains committed to our various plans that we put in place 
to enhance our turnaround strategy and budget implementation programme. The 
well-being of our citizens is our top priority and this budget 2012/2013 is just the start 
of our intention to prove our commitment in providing in most basic needs of our 
community. 

Alderman Jeffrey Donson 
Executive Mayor 
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Municipal Finance Management Act (Act 56 of 2003) (MFMA) 

Section 24(1) of the Municipal Finance Management Act (Act 56 of 2003) determines 
that a Municipality must at least 30 days before the start of the budget year consider 
the approval of the annual budget. 


2.3 Municipal Budget 


DEFINITION OF A MUNICIPAL BUDGET 

A municipal budget is generally a projection of future revenues and expenditure. A 
budget is used to control financial transactions and should also be used as a 
management and planning tool. 

It is also the tool for implementing the service delivery objectives of the Municipality as 
set out in their integrated Development Plan (IDP). 

A municipal budget also provides for greater transparency, accountability flexibility 
and predictability within the municipality. 

A Municipal budget is divided into a Capital and an Operating Budget: 

a) A capital budget is an estimate of the expenses that will be incurred during that 
financial year to create future benefits, and the sources of finance from which these 
expenses will be funded. The municipality spends money either to buy fixed assets 
or to add to the value of an existing fixed asset with a useful life that extends beyond 
one year. Fixed assets include, inter alia, land and buildings, motor vehicles 
furniture, computers, office equipment and machinery. 

b) An operating budget is an estimate of the operating revenues which will accrue to the 
municipality through its normal service delivery and the expenditure that will be 
incurred through the day to day operations of the municipality over the financial year. 


OBJECTIVE OF A MUNICIPAL BUDGET 

The main objective of a municipal budget is to sensibly allocate realistically expected 

infntT? service delivery goals or performance objectives 

identified as priorities in the approved IDP. 

The municipal budget is a tool through which the total level of revenue and expenditure 
are adequately controlled, public resources are appropriately allocated among sectors 

and programs, and ensure that departments operate as efficiently as possible within the 

municipaiiiy. 
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3. LGMTEC 3 RECOMMENDATION 

During the recent LGMTEC 3 engagement held on the 4*" of May 2012, several key 
issues were highlighted that needs to be addressed by Kannaland Municipality for 
inclusion into the final tabling and approval of the 2012/13 budget. 

The issues highlighted have been summarized into the categories of Responsiveness 
and Credibility and Sustainability. Kannaland Municipality is therefore advised to revise 
its Capital and Operating Budget to include the following." 

* Responsiveness 

1. Service Delivery budget Implementation Plan 201 1/12 is still outstanding 

2. Key sector development plans such as the LED Strategy and Spatial 
Development Plans were also not completed. 

® Credibility & Sustainability 

1. Draft Budget was not completed in the Municipal Budget Regulation Reporting 
Format we urge you to take into consideration MBRR when completing and 
adopting the final budget. 

2. Audit of 201 1/12 AFS must be completed as it will contribute to the easy financial 
management process within the municipality. 

3. Draft tariff increases were in excess of the inflation target and Kannaland was 

urged to review these tariff increases to make services more accessible to the 
greater community. 

4. Increase in debtors was raised as a grave concern as it will affect the cash status 

of the municipality; Kannaland was therefore urged to enforce credit control 
policies. 

5. Kannaland was urges to develop a capital implementation project plan as capital 
spending was low. Kannaland’s net cash position was identified to be low and on 
a decreasing trend, which therefore poses a great risk for the future cash flow 
position. Alternative revenue generating mechanism should be considered to 
improve the cash status of Kannaland Municipality. 

After the tabling of the final budget, another review will be conducted to access if the 

inputs were taken into consideration and Kannaland will be advised of the outcome 
thereof “ 

o In addressing the issues raised at the LGMTEC 3 Kannaland did the following: 

A SDBiP for the 2011/12 financial year was approved and was 
implemented. 

A service provider for the development of the LED strategy has been 
appointed in it is process. 
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MMRR, Kannaland will comply with the tabling of the final budget. 

All efforts will be made to submit AFS on the 31®* of August 2012. 

A recovery Plan has been put in place and the status updated on a weekly 
basis. 


4. EXECUTIVE SUMMARY 


BUDGET OUTLOOK FOR THE MTREF PERIOD. 2011/2012 — 2013/2014 

The proposed total budget for 2012/13 amounts to R 105 683 000 and is 
comprised of an operating expenditure budget which amounts to R 83 967 000, 
and a capital expenditure budget of R 21 665 000. 

The indicative numbers for the outer years of the MTREF for capital expenditure 
amount to R 24 108 000 and R 24 057 000 respectively. The indicative figures for 
the operating budget for the outer years amount to R 84 614 000 and 
R 89 521 000 respectively. 

The table below shows the revenue and expenditure breakdown: 

Kannaland Local Municipality operating revenue and expenditure, 2011/2012 — 
2013/2014 


FtnanckJ Performance 

Adjusted 

Budget 

" , Budget 
/ ' Year 

Variance 

Budget 
' tear--fl. 

' i ' 

> 

Budget 
Year 42' 

a ' 

c: 

S 

> 

2011/2012 

2012/2013 

' 2013/14 

2014/15 

R'OOO 

^ R‘000 

R'OOO 

R'OOO 









Propeit}’ rates 

-8 353 

-8 925 


-9 371 


-9 840 

ic. 4469-' 

Semce charges 

-3S770 

-46 974 


-49 322 


-SI 789 


hivestmenfc revenue 

-243 

-2S6 

'' : ■ -12 

-268 

''L ' , ' -13' 

-282 

' '' ^"'''43 

Transfers recognized - ope:r.atioii.al 

-43043 

-46 230 

*3 187 

-46 332 

-102 

-48 039 

' ' 4707 

Other own revenue 

-2 1S6 

-3 299 

-1113 

-3 464 

-165 

-3 63? 

47'3 

Total Remme 

-89 596 

-105 683 

-16 087 

-108 758 

-3 075 

-113 587 

' -4B29 

Employee co:Sts 

2S228 

27 721 

2 493 

29 107 

1387 

30 563 

• 44S6 

Remuneration of con nci hors 

2 299 

2 446 

147 

2 568 

122 

r 2 697 

T ' ' 128 ; 

Depreciation & asset impalrmeot 

8 414 

8 335 

-79 

8 746 

411 

9 183 

' ' '437 

Fi.nan ce charges 

1 321 

1245 


. 1 182 

-63 

1 111 

41 

Maten-als mid bulk pn:rchas:es 

18 170: 

20 214 

-'2 044 

21 225 

1011 

23 324 

- ' 2i99 

Transfers and grants 

0^ 

S02S 

5 025 

2 418 

-2 607 

2 568 

' ISO 

Other expenditure 

23 S87 

18 983 

-4 604 

19 368 

385 

20 075 

7 7707 

Total Expenditure 

79019 

8396a 

4949 

8'4614 

646 

89522 

'' : .4908 
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As can be seen from the matrix above, over the MTREF period the total revenue 
increases from R 105 683 000 to R 108 758 000 in 2013/14, and expenditure 
increases correspondingly from R 105 633 million to R 108 722 million. 

Kannaland Municipality’s total Operating Expenditure amounted to R79 019 000 in 
the 2011/12 financial year, and increased slightly to R 83 967 000 for the 2012/13 
budget, indicating an increase of 6.3 per cent over the previous year. 

Sources of revenue; 

A municipality’s ability to generate revenue is an important consideration for its fiscal 
sustainability. The tables that follow reflect the overall sources of budgeted revenue 
for the Kannaland Local Municipality. 

Allocations gazetted and published in the DORA indicate that National and Provincial 
Treasury support Kannaland Municipality. 

National Government has increased their allocations from R46 230 million in 
2012/13 to R 46 332 million for the 2nd year, and over R48 039 million for 
2014/2015. 

The Provincial Government allocation for the MTREF period amounts to R 6,937 
million. 


The Provincial Treasury published the distribution of Provincial allocation in the 
provincial gazette, and is set out in the table below: 


PROVINCIAL ALLOCATIONS 

2012/2013 

2013/2014 

2013/2014 

R’OOO 

R'OOO 

R’OOO 

lionditional Grants: 

— 

6418 

4630 

IHHSDG 

5039 

5250 

4462 

CDW OPERATIONAL GRANT 

162 

168 

168 

HOUSING CONSUMER EDUCATION GRANT 




MAINTENANCE OF PROCLAIMED ROADS 

0 

0 

0 

MOBILITY STRATEGIES 




NON MOTORISED TRANSPORT 




LIBRARY SERVICES 

1236 



CLEANEST TOWN COMPETITION 




DEVELOPMENT OF COMMUNITY FACILITIES 

500 

1000 


Unconditional Grants: < 




None 





6937 
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The following table shows in detail the allocations to Kannaland Municipality as set out in the 
National budget Division of Revenue Bill ('DORA) over the MTREF period: 


DORA ALLOCATIONS 

2012/2013 

2013/2014 

2014/2015 

R'OOO 

R'OOO 

R’OOO 


18989 

1— 


EQWTAPLEPSPARfe.;', ‘ 



— 

Equitable Share Formula 

18087 

19376 

20822 

Special contribution toward Councillor Remuneration 


1139 

1335 


20267 

p--; •■"14399 

■■Bii 

INFRAaftlJCTDRE ”■ ■ 

—US 

12149 

■IIIIMI 

MIG 

11517 

12149 

12851 

INEP 

5000 

0 

0 

AbbocATieferNKiNO'' ' .z: 


0 


RBIG 

0 

0 

0 

INEP [Towards Eskom) 




M^llliBSill^^giilllliiiiaiillil^MliiliiiBliiilil t; 

3750 

2250 

2200 

LGFMG 

1250 

1250 

1250 

EPWP 

1000 



MSIG 

1500 

1000 

950 



39256 


■HMI 
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Finansiele Beleide 

Die volgende beleide / aanpassings tot beleide word voorgestel vir aanvaarding: 

1) Kannaland - Finansiele Herstelplan ! Langtermyn finansiele beplanning (Aanhanael 

2) Aanspreeklikheid, Beleggings en kontant bestuurs beleid (Aanhanael B) 

3) Elektrisitaits varliasa balaid (Aanhangal C) 

4) Water verliese beleid (Aanhanael D) 

5) Aanpassings tot die Kredietbeheer Beleid - Minimum betalings reelings (Aanhanael 

6) Aanpassing tot die Eiendomsbelasting beleid - Landbou rabatte (Aanhanoel Ft 


10 



AANBEVELING 


1. Dat die Meerjarige Konsep Bedryfsbegroting vir 2012/13 - 2014/15 ten bedrae van 
R 84,614,160.00 oorweeg word vir goedkeuring in terme van artikel 24 van die 
MFMA. 

2. Dat die Meerjarige Konsep Kapitaalbegroting vir 2012/13 - 2014/15 ten bedrae van 
R 24,107,750.00 oorweeg word vir goedkeuring in terme van artikel 24 van die 
MFMA. 

3. Dat die voorgeskrywe MBRR skedules deur die Raad goedgekeur word. 

4. Dat die tariefverhogings vir die 2012/13 finansiele jaar soos volg oorweeg sal word 
vir goedkeuring: 

- Elektrisiteit - 11 % 

- Eiendomsbelasting - 6% 

- Water - 8% 

- Sanitasie - 8% 

- Vullisverwydering - 8% 

- Alle ander tariewe - Inflasioner gekoppelde tariewe 

5. Dat die Raad die tariewe lys soos per aanhangsel 1 goedkeur vir implementering. 

6. Dat die Raad die finansiele herstelplan / langtermyn finansiele beplannings 
dokument soos per aanhangsel A aanvaar vir onmiddelike implementering. 

7. Dat die Raad die Aanspreeklikheid, beleggings en Kontant Bestuursbeleid soos per 
aanhangsel B aanvaar vir onmiddelike implementering. 

8. Dat die Raad die Elektrisiteits Verliese beleid soos per aanhangsel C aanvaar vir 
onmiddelike implementering. 

9. Dat die Raad die Water Verliese beleid soos per aanhangsel D aanvaar vir 
onmiddelike implementering. 

10. Dat die Raad die voorgestelde aanpassings tot die Kredietbeheer beleid soos per 
aanhangsel E aanvaar vir onmiddelike implementering. 

11. Dat die Raad die voorgestelde aanpassings tot die Eiendomsbelasting beleid soos 
per aanhangsel F aanvaar vir onmiddelike implementering. 

12. Dat die Raad besluit om alle skulde ouer as 3 jaar (uitgesluit eiendomsbelasting) 
waarvoor die Raad geen kredietbeheerprosesse geimplementeer het afskryf soos op 
31 Mei 2012 in lyn met die Raad se goedgekeurde Skuldafskrywings beleid 
(Uitgesluit Zoar, omrede hierdie skuld eers van die Provinsiale department verhaal 
probeer word). 
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